Executive and non-executive auditors and environmental disclosure among listed firms in Nigeria by Yunusa, N. et al.
 




Journal of Advanced Research in Business 
and Management Studies 




Executive and non-executive auditors and environmental 
disclosure among listed firms in Nigeria 
 
N. Yunusa 1,*, R. Mohamed 1, N.C. Adam 1 
 
1 Tunku Puteri Intan Safinaz School of Accountancy (TISSA), College of Business (COB), Univerisiti Utara Malaysia, 06010 Sintok Kedah, Malaysia 
 
ARTICLE INFO ABSTRACT 
Article history: 
Received 11 October 2016 
Received in revised form 4 November 2016 
Accepted 7 November 2016 
Available online 13 November 2016 
This study confirmed the relationship between executive and non-executive auditors 
in relation to environmental disclosure among the annual reports of environmentally 
sensitive listed companies in Nigeria. This is in line with the objective of this research 
that is to examine empirically the role of executive and non-executive auditors on the 
environmental disclosures of environmentally sensitive listed companies in Nigeria. 
The data of the study is collected from the financial annual reports of the said listed 
companies during as at 31st December, 2014. The dependent variable environmental 
disclosure is derived from the Global Reporting Initiative checklist while the executive 
and non-executive auditors are the number of executive and non-executive auditors in 
the audit committee of the company respectively. Using ordinary least square 
regression to test the hypothesis of the study however, the result of the study shows 
that while executive auditors have no significant relationship with environmental 
disclosure, non-executive auditors is found to be positively significant impacted on 
environmental disclosure in Nigerian environmentally sensitive listed industries. 
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Nigeria is seen as one of the core polluters of the environment directly or indirectly simply 
because, the country was listed as the second to in the world for polluting environment through gas 
flaring from oil industries according to [23]. This pollution is associated mostly to environmentally 
sensitive industries as against its counterpart [9, 15, 27].  
Hence, it appears environmental disclosure is to be a vital aspect of reporting as [37] argued that 
the disclosure of environmental activities of companies could control the communications gap 
between the firms and its stakeholders. In addition, [3] argued that, environmental disclosure is an 
exclusive part of accounting where it was regarded as an important aspect in an advanced country 
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but, this is not the case in Nigeria as there are insignificant reporting behaviour [2, 5, 25, 34]. Since 
there is little research in the aspect therefore, this study seen the need for further research on 
environmental disclosure especially in Nigeria.  
To maintain the worthiness of the environmental disclosure, therefore, executive auditors and 
non-executive auditors are considered. This is because, they play a vital role on disclosure of both 
financial and non-financial matters [29, 33]. In addition, auditors are part of corporate governance 
[1]. Though, many studies were conducted on environmental disclosure and committees but limited 
studies were conducted on the executive and non-executive auditors [21].  Many studies supported 
that, auditors which include both executive and non-executive auditors could enhance the 
transparency and credibility of the disclosure of annual report rendered by companies [12].  
For the reason earlier discussed previously, this study currently pays attention on the empirical 
relationship between executive auditors and environmental disclosure and non-executive auditors 
and environmental disclosure in Nigeria. Other sections of this study are literature, the methodology, 




The auditors’ composition of members is composed of executive and non-executive auditors 
where they play a vital role for the standard and control of environmental disclosure practices of 
companies [14, 22, 28] furthermore, they act on behalf of the to make sure all transactions are 
included as guided by the Securities and Exchange Commission of Nigeria in the case of this study 
[22]. As a result, executive and non-executive auditors are predicted to influence environmental 
disclosure.  
 
2.1 Executive auditors 
 
Executive auditors are vital as they key on the role they play on disclosure as they have duty to 
perform for the interest of the company and the laws. Among those duties, protection of the firm’s 
integrity is one as they are concerned about the existence of the company and the control of fraud 
which could put the company image in bad light [11]. Their opinion on the whole disclosure is also 
said to be very important as the executive auditors are also a key members of board where is included 
in internal factors of corporate governance mechanism [32]. For the fact that they are keen on the 
integrity of the company thus, this study expects the higher number executive members on audit 
committee the more efforts to they will have on the audit report and the more the disclosure [18] 
therefore, this could have more possibility of impact on the management opportunism through the 
attention derived from both stakeholders and environmental concerned [35]. All the same, it is still 
believed that the greater the executive auditors on audit committees, the more the disclosure as 
they will be attractive to the problems at hand where their attention could focus on. A larger 
executive on auditors’ committee the more the company's capability to understand and tackle the 
numerous problems that are of utmost concerned since they are to protect the firms’ legitimacy in 
addition to the legal interest [36], which consecutively promotes the accountability and 
transparency where it will lead to an increase on disclosure (environmental disclosure inclusive) [4, 
20, 22]. Additionally, the authorizations of a well standard system hence, improves a decision making 
[17, 30, 31, 36].  
Despite so many studies on executive auditors in audit committees and disclosure therefore, the 
empirical evidence on the said relationship between executive auditors and environmental disclosure 
is quite limited. Thus, the following hypothesis is proposed: 
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H1 There is a positive relationship between executive auditors and environmental disclosure.  
 
2.2 Non-executive auditors 
 
The number of non-executive auditors on the company’s audit committee is carefully seen as an 
important aspect where it impacts the disclosure of the firms under consideration in general [24] 
where environmental disclosure is not in isolation in relation to general disclosure in accordance with 
[22]. The non-executive auditors more often concentrate more on disclosure issues be it financial or 
non-financial which include environmental responsibility [38] therefore, the deliberation on 
environmental disclosure is also to be absorbed by the said auditors. For the fact that they are 
considered more for tackling the disclosure issues, non-executive auditors ordinarily are apparently 
seen as a mechanism for monitoring, controlling and managing discrepancies on the financial 
reporting of companies [10], this may perhaps fetch almost extra facts on disclosure be it financial, 
non-financial and environmental. Additionally, there may possibly be supplementary level of 
neutrality by the non-executive auditors and could reflect the role they play while making their 
efforts along with the commendations in their final report for considerations [24]. 
Contrary to the believe for abundance research on environmental disclosure on the other hand, 
empirical research on the association between non-executive auditors and environmental disclosure 
is inadequate [8, 31, 34, 25]. Thus, the following hypothesis is proposed: 
H2: There is a positive relationship between the non-executive auditors and environmental 
disclosure. 
 
3. Research methodology  
 
This study focused on the relationship between executive and non-executive auditors and 
environmental disclosure in Nigeria considering listed environmentally sensitive firms for the period 
of 2014 using secondary data as source. The data is collected from the annual reports of the 38 
environmentally polluted industries.  
A multiple regressions analysis is employed on the cross sectional data. Consequently, the study 
employed Ordinary Least Square since is suitable for the analysis of data. In general, the model 
employed for cross sectional data analysis using Ordinary Least Square, is presented as follows; 
 
  =   +  	 + 
	
 +  	 +           (1) 
 
Where Yi is the dependent variable for each companies i; β is constant value and assumed all 
other variables are zeros. In addition, X1i, X2i and X represent the explanatory variables of the 
model. Where also i mean individual company for the estimation and finally ei is residuals of the 
model. 
Base on the model of this study therefore, this study comprises the explained variable and 
explanatory variables. Thus, the dependent variable is environmental disclosure and is measured 
using checklist derived from Global Reporting Initiative supported by [22]. The Environmental 
disclosure comprises twenty-nine items. The score is applied as 1 if the items are disclosed and 0 
otherwise. The total scores derived from each reporting of the industry is considered the 
measurement of the environmental disclosure (CED). 
The explanatory variables for this study is composed of executive auditors (EXC), defined and 
measured as total number of executive auditors on audit committee and non-executive auditors 
(NEXC), measured as total number of non-executive members on audit committee.  
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Based on these variables, the empirical results are thus based on the following regression model; 
 
CED i = β 0 + β 1 EXCi + β2 NEXCi + ei           (2) 
 
The regression model is estimated using ordinary least squares technique which according to 
wooldridge (2011) provides a consistent estimate of β0   (intercept) and β1-2 (slopes). Where, 
CED = Environmental Disclosure 
EXC = Executive Auditors 
NEXC = Non-executive Auditors 
e = Error term of the model 
i is cross sectional indicator of the data 
β 0 is constant where of the model  
β 1 is the parameter of EXC 
β2  is the parameter of NEXC 
 
4. Results and discussion  
 
Table 1 OLS regression estimate is presented for the establishment of the relationship between 




Dependent Variable: ED  
Variable Coefficient Std. Error t-Statistic Prob.   
C 6.067186 1.473832 4.116607 0.0002 
EXC 0.076923 0.397052 0.193736 0.8476 
NONEXC 0.8987** 0.341674 2.630387 0.0129 
R-squared   00.174101 Durbin-Watson stat 1.962551 
F-statistic 3.47823** Prob(F-statistic) 0.042589 
*** Significant at 1% level. ** Significant at 5% level. * Significant at 10% level. 
Authors computations using EViews 8 software 
 
The Table 1 above shows the parameters of the model, the values of their significances, the 
collective significances base on F-Statistics, the R-square of the model, the Durbin Watson and 
probability of F-Statistics of the model. From the result thus, the model of the study is: 
 
CED i = 6.07 + 0.08 EXCi + 0.90 NEXCi          (3) 
 
From the model the value of the constant (β0) is 6.07. This is an indication that, the environmental 
disclosure starts with the value of 6.07 when all executive and non-executive auditors take value of 
zero thus, environmental disclosure is 6. From the model also, executive auditors have positive 
relationship with environmental disclosure however, is not statistically significant at all level of 
significances. This is seen from the parameter β1 with the value of 0.08. This indicates there is no 
sufficient evidence to support that an increase in executive auditors in the audit committee will 
improve environmental disclosure by the said value of 0.08. Hence, the null hypothesis that proposed 
there is no relationship between executive auditors and environmental disclosure is hereby could 
not be rejected. That means the said relationship seen in the regression happen by chance. 
Journal of Advanced Research in Business and Management Studies 





In related development, non-executive auditors have positive relationship with environmental 
disclosure. In addition, the established relationship is significant at 5% level of significance. Thus, 
increase in non-executive auditors is seen to increase environmental disclosure by the value of 0.9 
as seen in the parameter of the model β2 therefore, this study conclude that the said relationship 
exist it can since it is significant. Therefore, the hypothesis that said the more the non-executive 
auditors, the more environmental disclosure is supported. 
From the OLS estimation, the R-squared of the environmental disclosure model is 17.4%. This 
means that, executive auditors and non-executive auditors are jointly accounted for 17.4% changes 
in environmental disclosure thereby the remaining percentage is accounted for by other variables 
not included in the model. The model is said to be moderate since the value of R-square is greater 
than 10%. 
Despite the fact that one of the independent variable known as executive auditors is not 
significant in explaining the dependent variable, it could not be drop simply because of the 
probabilities of F-statistics of the study which is 0.043 this indicate that executive and non-executive 
auditors are jointly significance in explaining changes in environmental disclosure. This means that 
executive auditors and non-executive auditors are both impacted the environmental disclosure. The 
Durbin Watson value of the model depicts that the model is auto and serial correlation free thus 
meeting the assumption of OLS. This is because; the Durbin-Watson value is 1.96 which fall between 
1 and 3 using rule of thumb [19].  
 
5. Conclusion  
 
The study focused on the establishment of a relationship between each of executive auditors and 
non-executive auditors on audit committee and environmental disclosure base on the evidence 
derived from listed environmentally sensitive industries in Nigerian at end of the year 2014. After the 
estimation using OLS multiple regression analysis, the found that while executive auditors do not 
have significant impact on environmental disclosure however, non-executive auditors on audit 
committee shows a positive and significant influence on environmental disclosure. Consequently, 
both executive and non-executive auditors have positive impact on environmental disclosure in 
Nigeria as seen and supported by the probability of F-Statistics. This is supported by hypothesis 1 and 
2 where it was proposed that the more the executive auditors and non-executive auditors on audit 
committee the more the environmental disclosure. This could be seen as the explanatory variables, 
executive auditors and non-executive auditors on board are collectively significant in explaining 
changes in environmental disclosure of the listed environmentally sensitive industries in Nigerian. 
While executive auditors are individually not significant however non-executive auditors is significant 
on the said relationships found. Furthermore, the positive signs against all the explanatory variables 
indicate the increase in environmental disclosure this is seen in the parameters β1-2  which is all 
positive in the model. Therefore, the study concludes that executive auditors and non-executive 
auditors on audit committee among Nigerian listed environmentally sensitive industries jointly 
improve environmental disclosure significantly. 
 
References  
[1] Abdulmalik, S. O., and A. C. Ahmad. "Corporate Governance and Financial Regulatory Framework in Nigeria: Issues 
and Challenges." Journal of Advanced Research in Business and Management Studies 2 (2016): 50-63. 
[2] Adewuyi, Adeolu O., and Afolabi E. Olowookere. "CSR and sustainable community development in Nigeria: 
WAPCO, a case from the cement industry." Social Responsibility Journal 6, no. 4 (2010): 522-535. 
[3] Adeyemi, S. B., and S. A. Owolabi. "Environmental accounting for national development." Babcock Journal of 
Management and Social Sciences, Ilishan Remo 5, no. 2 (2008): 18-28. 
Journal of Advanced Research in Business and Management Studies 





[4] Akhtaruddin, M., and Hasnah Haron. "Board ownership, audit committees' effectiveness and corporate voluntary 
disclosures." Asian Review of Accounting 18, no. 1 (2010): 68-82. 
[5] Amaeshi, Kenneth, and Olufemi O. Amao. "Corporate social responsibility in transnational spaces: Exploring 
influences of varieties of capitalism on expressions of corporate codes of conduct in Nigeria." Journal of Business 
Ethics 86, no. 2 (2009): 225-239. 
[6] Amaeshi, Kenneth M., A. B. C. Adi, Chris Ogbechie, and Olufemi O. Amao. "Corporate social responsibility in Nigeria: 
western mimicry or indigenous influences?" Available at SSRN 896500 (2006). 
[7] Amaeshi, K. M., B. C. Adi, C. Ogbechie, and O. O. Amao. "Corporate social responsibility (CSR) in Nigeria: western 
mimicry of indigenous practices." ICCSR Research Paper Series. The University of Nottingham Business 
School (2006). 
[8] Arena, Claudia, Saverio Bozzolan, and Giovanna Michelon. "Environmental reporting: Transparency to 
stakeholders or stakeholder manipulation? An analysis of disclosure tone and the role of the board of 
directors." Corporate Social Responsibility and Environmental Management 22, no. 6 (2015): 346-361. 
[9] Aziz, Nazliatul Aniza Abdul, Norlida Abdul Manab, and Siti Norezam Othman. "Critical Success Factors of 
Sustainability Risk Management (SRM) Practices in Malaysian Environmentally Sensitive Industries." Procedia-
Social and Behavioral Sciences 219 (2016): 4-11. 
[10] Carcello, Joseph V., Jing Lin, and Kannan Raghunandan. "Auditors’ Reporting Options and Client Disclosure 
Quality." Research in Accounting Regulation 18 (2005): 127-142. 
[11] Chen, Jiandong, Douglas Cumming, Wenxuan Hou, and Edward Lee. "Executive integrity, audit opinion, and fraud 
in Chinese listed firms." Emerging Markets Review 15 (2013): 72-91. 
[12] Cormier, Denis, Marie-Josee Ledoux, Michel Magnan, and Walter Aerts. "Corporate governance and information 
asymmetry between managers and investors." Corporate Governance: The international journal of business in 
society 10, no. 5 (2010): 574-589. 
[13] Cormier, Denis, Michel Magnan, and Barbara Van Velthoven. "Environmental disclosure quality in large German 
companies: economic incentives, public pressures or institutional conditions?" European accounting review 14, no. 
1 (2005): 3-39. 
[14] de Villiers, Charl, Vic Naiker, and Chris J. van Staden. "The effect of board characteristics on firm environmental 
performance." Journal of Management (2011): 0149206311411506. 
[15] Eweje, Gabriel. "Environmental costs and responsibilities resulting from oil exploitation in developing countries: 
The case of the Niger Delta of Nigeria." Journal of Business Ethics 69, no. 1 (2006): 27-56. 
[16] Eweje, Gabriel. "Multinational oil companies' CSR initiatives in Nigeria: The scepticism of stakeholders in host 
communities." Managerial Law 49, no. 5/6 (2007): 218-235. 
[17] Frankel, Richard M., Marilyn F. Johnson, and Karen K. Nelson. "The relation between auditors' fees for nonaudit 
services and earnings management." The Accounting Review 77, no. s-1 (2002): 71-105. 
[18] Griffin, Jeremy B. "The effects of uncertainty and disclosure on auditors' fair value materiality decisions." Journal 
of Accounting Research 52, no. 5 (2014): 1165-1193. 
[19] Gujarati, Damodar. "Basic Econometrics. United States Military Academy, West Point." (2004). 
[20] Gul, Ferdinand A., and Sidney Leung. "Board leadership, outside directors’ expertise and voluntary corporate 
disclosures." Journal of Accounting and public Policy 23, no. 5 (2004): 351-379. 
[21] Haniffa, Ros, and Terry Cooke. "Culture, corporate governance and disclosure in Malaysian corporations." 
In Presented at the Asian AAA World Conference in Singapore, vol. 28, p. 30. 2000. 
[22] Haniffa, Roszaini M., and Thomas E. Cooke. "The impact of culture and governance on corporate social 
reporting." Journal of accounting and public policy 24, no. 5 (2005): 391-430. 
[23] Hassan, Aminu, and Reza Kouhy. "Gas flaring in Nigeria: Analysis of changes in its consequent carbon emission and 
reporting." In Accounting Forum, vol. 37, no. 2, pp. 124-134. Elsevier, 2013. 
[24] Healy, Paul M., and Krishna G. Palepu. "Information asymmetry, corporate disclosure, and the capital markets: A 
review of the empirical disclosure literature." Journal of accounting and economics 31, no. 1 (2001): 405-440. 
[25] Idemudia, Uwafiokun. "Rethinking the role of corporate social responsibility in the Nigerian oil conflict: The limits 
of CSR." Journal of International Development 22, no. 7 (2010): 833-845. 
[26] Wooldridge, Jeffrey M. Introductory econometrics: A modern approach. Nelson Education, 2015. 
[27] Jike, V. Teddy. "Environmental degradation, social disequilibrium, and the dilemma of sustainable development in 
the Niger-Delta of Nigeria." Journal of Black Studies 34, no. 5 (2004): 686-701. 
[28] Kassinis, George, and Nikos Vafeas. "Corporate boards and outside stakeholders as determinants of environmental 
litigation." Strategic management journal 23, no. 5 (2002): 399-415. 
[29] Khan, Arifur, Mohammad Badrul Muttakin, and Javed Siddiqui. "Corporate governance and corporate social 
responsibility disclosures: Evidence from an emerging economy." Journal of business ethics 114, no. 2 (2013): 207-
223. 
Journal of Advanced Research in Business and Management Studies 





[30] Krishnan, Gopal V., Mikhail Pevzner, and Partha Sengupta. "How do auditors view managers’ voluntary disclosure 
strategy? The effect of earnings guidance on audit fees." Journal of Accounting and Public Policy 31, no. 5 (2012): 
492-515. 
[31] Lo, Kin. "Economic consequences of regulated changes in disclosure: The case of executive compensation." Journal 
of Accounting and Economics 35, no. 3 (2003): 285-314. 
[32] Malak, Siti Seri Delima Abdul. "The Voluntary Disclosure of Malaysian Executive Directors’ Remuneration under an 
Evolving Regulatory Framework." Procedia-Social and Behavioral Sciences 164 (2014): 535-540. 
[33] Michelon, Giovanna, and Antonio Parbonetti. "The effect of corporate governance on sustainability 
disclosure." Journal of Management & Governance 16, no. 3 (2012): 477-509. 
[34] Renouard, Cécile, and Hervé Lado. "CSR and inequality in the Niger Delta (Nigeria)." Corporate Governance: The 
international journal of business in society 12, no. 4 (2012): 472-484. 
[35] Sun, Nan, Aly Salama, Khaled Hussainey, and Murya Habbash. "Corporate environmental disclosure, corporate 
governance and earnings management." Managerial Auditing Journal 25, no. 7 (2010): 679-700. 
[36] Sun, Ye, Yang Yi, and Bin Lin. "Board independence, internal information environment and voluntary disclosure of 
auditors’ reports on internal controls." China Journal of Accounting Research 5, no. 2 (2012): 145-161. 
[37] Van Marrewijk, Marcel, and Marco Werre. "Multiple levels of corporate sustainability." Journal of Business 
ethics 44, no. 2-3 (2003): 107-119. 
[38] Webb, Elizabeth. "An examination of socially responsible firms' board structure." Journal of Management and 
Governance 8, no. 3 (2004): 255-277. 
 
 
